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begehrenswert macht.
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CIMA F3 Financial Strategy F3 Priifungsfragen mit Losungen (Q375-Q380):

375. Frage

Company YZZ has made a bid for the entire share capital of Company ZYY

Company YZZ is offering the shareholders in Company ZYY the option of either a share exchange or a cash alternative Which
THREE of the following would be considered disadvantages of accepting the cash consideration for the shareholders of Company
7YY?

A. Interest rates on deposit accounts are currently at an historic low and are expected to remain low
B. Taxation is payable on realised capital gains.

C. Cash consideration is certain whereas Company YZZ's future share price performance is uncertain
D. There will be no opportunity to participate in the future economic success of Company YZZ

E. Company YZZ Is not expected to change *s dividend policy post-acquisition

Antwort: A,B,D

Begriindung;

Disadvantages of accepting cash for ZYY's shareholders:

A). Low interest rates - cash reinvested in deposits earns little.

B). Capital gains tax is crystallised on disposal

E). No chance to share in YZZ's future growth once they've taken cash.

C and D are not disadvantages of cash (D is actually an advantage: certainty).

376. Frage

A company has stable earnings of S2 million and its shares are currently trading on a price earnings multiple

{PIE) of 10 times. It has10 million shares in issue.

The company is raising S4 million debt finance to fund an expansion of its existing business which is forecast to increase annual
earnings straight away by 25% and then remain at that level for the foreseeable future. The corporation tax rate is 20%. It is
expected that the P/E will reduce to 8§ times over the next year.

What is the most likely change in shareholder wealth resulting from this plan?

A. Shareholder wealth will increase by $3.2 million.
B. Shareholder wealth will increase by $4 million.
C. No change in shareholder wealth.

D. Shareholder wealth will increase by $5 million

Antwort: B

377. Frage
At the last financial year end, 31 December 20X1, a company reported:

The corporate income tax rate is 30% and the bank borrowings are subject to an interest cover covenant of 4 times.

The results are presently comfortably within the interest cover covenant as they show interest cover of 8.3 times. The company plans
to invest in a new product line which is not expected to affect profit in the first year but will require additional borrowings of $20
million at an annual interest rate of 10%.

What is the likely impact on the existing interest cover covenant?

A. Interest cover would reduce to 5 times and the covenant would NOT be breached.
B. Interest cover would reduce to 5 times and the covenant would be breached.
C. Interest cover would reduce to 3 times and the covenant would NOT be breached.
D. Interest cover would reduce to 3 times and the covenant would be breached.

Antwort: A


https://www.pass4test.de/F3.html

378. Frage

A company is owned by its five directors who want to sell the business.

Current profit after tax is $750,000.

The directors are currently paid minimal salaries, taking most of their incomes as dividends.

After the company is sold, directors' salaries will need to be increased by $50,000 each year in total.
A suitable Price/Earnings (P/E) ratio is 7, and the rate of corporate tax is 20%.

What is the value of the company using a P/E valuation?

A. $5,530,000
B. $4,900,000
C. $5,250,000
D. $4,970,000

Antwort: D

379. Frage

H Company has a fixed rate load at 10.0%, but wishes to swap to variable. It can borrow at LIBOR 8%.
The bank is currently quoting swap rates of 3.1% (bid) and 3.5% (ask).

‘What net rate will HHH Company pay if it enters into the swap?

A. Risk-free rate +6.5%
B. Risk-free rate +8%

C. Risk-free rate +3.1%
D. Risk-free rate +6.9%

Antwort: D

Begrindung;

Company currently pays fixed 10% but wants variable.

Swap quotes: 3.1% (bid), 3.5% (ask).

To convert to variable, it receives fixed and pays LIBOR. So it receives the bid rate 3.1%.
Net outflow:

Pay 10% on loan

Receive 3.1% fixed from swap

Pay LIBOR on swap

Net cost = LIBOR + (10% # 3.1%) = LIBOR + 6.9%.
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